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Global markets have corrected since September 2021 and growth
stocks, except in China, have outperformed cyclical stocks on
worries of economic slowdowns from the more transmissible Delta
variant. Renewed disruptions from the Delta variant of Covid-19 and
China’s regulatory clampdown have led to slower economic growth.
With inflation looking to stay higher for longer, stagflation fears
have surfaced. A reopening after adequate vaccination would likely
boost economic growth accompanied by a reflation rally.
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Figure 1: MSCI ACWI Index

Source: Bloomberg, 5 October 2021
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Markets rallied since end of 2020 but
started correcting on worries of slowing
economic growth brought about by the
Delta variant of Covid-19. The new wave of
infections led to renewed lockdowns with
disruptions to global production, port
congestions and even weaker job numbers
as workers were reluctant to go back to
work given elevated number of new cases.

Unless we are faced with a more deadly
and transmissible variant than the Delta
variant, we believe that most countries
would reopen after an adequately high
proportion of their local population is
vaccinated. Indeed, the developing
countries are rapidly playing catching up
and getting more of their people vaccinated
(see Figure 2). We expect many of these
countries to open up in 2022.
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Figure 2: Percentage of population vaccinated against Covid-19

Source: Our World in Data, October 2021
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The current slowdown in economic activity
is temporary, primarily caused by supply
disruptions. We expect corporates to boost
capital expenditure and increase production
to rebuild inventories with reopening in
sight. The service industry will also get a
boost from pent-up demand consumption,
fueled by the cash handouts received from
governments. We are seeing signs of
normalization with the United States
opening its border to vaccinated travelers
from 33 countries starting from November
2021. Back home, Singapore announced
that it will expand its Vaccinated Travel
Lanes to eight additional countries from
18th October 2021

The Chinese stock market peaked in
February 2021 on regulatory headwinds
and a potential debt default at Evergrande
Group (3333 HK). We explained in our
earlier piece why China’s regulations and
“common prosperity” policy would not
render China uninvestable. We also did not
see the potential default at Evergrande
Group as China’s Lehman moment.
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China’s economic growth in the 4th quarter
could be slower than expected but we
expect the Chinese government to remain
firm in their structural reforms. As such, we
do not expect the Chinese authorities to
announce massive fiscal spending, like they
had done in the past, to turbocharge
growth. However, we expect the Chinese
government to cut interest rates later this
year if economic growth slows further.

The Chinese technology sector had
corrected significantly since February 2021
and valuations had become more attractive.
However, we believe it is too early to
bottom-fish until the regulatory headwinds
subside. We remain positive on China in
the long term, particularly for sectors facing
policy tailwinds such as semiconductor,
industrial and green technology.

Figure 3: MSCI China Index and new regulations

Source: Reuters (30 September 2021), Goldman Sachs (10 September 2021)
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Investors questioned if we could face
stagflation with higher inflation and slower
economic growth. The typical stagflationary
scenario consisted of demand destruction
caused by cost-push inflation. We argue
that the current inflationary pressures are
demand-pull instead. As such, the risks of a
stagflation remained low.

Many of the central banks are starting to
become more hawkish. The US Federal
Reserve (Fed) hinted that tapering would
start in November 2021. The Federal
Reserve was not alone in sending hawkish
signals. We saw similar signals from the
Norges Bank, the Bank of England and the
European Central Bank. That said, we
expect developed market central banks to
remain generally dovish to protect stock
market performance.
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Earnings growth in China is expected to
remain strong next year while valuations
are no longer as demanding. Despite
attractive valuations with decent earnings
growth in 2022, it could be early to return
to China until there is more clarity on the
regulatory front. We see opportunities for a
cyclical trade, for instance in pro-cyclical
markets like Singapore that will benefit
from a reacceleration of global growth
when the Delta Variant subsides.

We are positive on Singapore as it
gradually reopens with its new “live with
Covid-19” approach. The eventual interest
rate hikes by developed market central
banks would also be positive to financial
stocks that have a sizeable weighting in the
Singapore index. Investors who are looking
to be exposed to the Singapore equities
market could consider the LionGlobal
Singapore Dividend Equity Fund and
LionGlobal Singapore Trust Fund.

Figure 4: Consensus earnings forecast strong for this year and next

Indices

12 month forward P/E ratio

Earnings growth (%)

Current

2020

10 year
average

Premium

2021F

2022F

US

20.7

16.6

25%

-13.3

46.3

9.2

Europe

15.7

14.0

12%

-28.7

57.9

8.0

Japan

15.0

13.8

9%

0.0

15.0

39.7

Asia Pacific
excluding Japan

15.6

12.8

12%

-1.9

41.3

9.5

China

12.9

11.1

17%

4.1

16.1

16.2

Singapore

12.8

13.2

-3%

-32.6

42.3

14.3

Source: Thomson Reuters, 1 October 2021, Note: F – Consensus Forecast
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Disclaimer
This advertisement or publication has not been reviewed by the Monetary Authority of Singapore. It is for
information only, and is not a recommendation, offer or solicitation for the purchase or sale of any capital
markets products or investments and does not have regard to your specific investment objectives, financial
situation, tax position or needs. Applications for units in our funds must be made on forms accompanying the
prospectus. You should read the prospectus and Product Highlights Sheet which is available and may be
obtained from Lion Global Investors Limited (“LGI”) or any of its distributors, consider if a fund is suitable for
you and seek such advice from a financial adviser if necessary, before deciding whether to invest in the fund.
Investments in our funds are not obligations of, deposits in, guaranteed or insured by LGI or any of its
affiliates and are subject to investment risks including the possible loss of the principal amount invested. The
performance of a fund is not guaranteed and the value of units in a fund and the income accruing to the
units, if any, may rise or fall. Past performance, as well as any predictions, projections, or forecasts are not
necessarily indicative of the future or likely performance of a fund. Any extraordinary performance may be
due to exceptional circumstances which may not be sustainable. Dividend distributions, which may be either
out of income and/or capital, are not guaranteed and subject to LGI’s discretion. Any such dividend
distributions will reduce the available capital for reinvestment and may result in an immediate decrease in
the net asset value of the fund. Any information (which includes opinions, estimates, graphs, charts, formulae
or devices) is subject to change or correction at any time without notice and is not to be relied on as advice.
You are advised to conduct your own independent assessment and investigation of the relevance, accuracy,
adequacy and reliability of any information contained herein and no warranty is given and no liability is
accepted for any loss arising directly or indirectly as a result of you acting on such information. The fund may,
where permitted by the prospectus, invest in financial derivative instruments for hedging purposes or for the
purpose of efficient portfolio management. LGI, its related companies, their directors and/or employees may
hold units of a fund and be engaged in purchasing or selling units of a fund for themselves or their clients.
This publication is issued in Singapore by Lion Global Investors Limited (Singapore UEN/ Registration No.
198601745D) and in Brunei, by its branch (Brunei company registration No. RFC/00000772). Lion Global
Investors Limited is a Singapore incorporated company and is not related to any asset or fund management
entity that is domiciled in Europe or the United States. Lion Global Investors® is a registered trademark of
Lion Global Investors Limited.
The references to any particular company is intended for illustration purposes only and is not indicative of our
intention to invest in such company or a recommendation to invest in the securities of such company.
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